This paper aims to investigate whether the adoption of International Financial Reporting Standards (IFRS) increases the value relevance of accounting information for insurance firms listed in the Saudi stock market. The study employs the Ohlson model (1995) and the Easton-Harris valuation model (1991) in order to examine the association among stock market value and book value and earnings per share. The data was collected for 21 insurance companies listed in the Saudi stock market during the period 2007-2014, which covered pre-/ post-IFRS periods. The results reveal that the book value of equity becomes less value relevant whereas earnings are more value relevant. Further analysis suggests that the increase in the value relevance of accounting information is positively influenced by companies' attributes, especially profitability and size rather than IFRS adoption. These results highlight the importance of institutional factors in the determination of the value relevance of accounting information in emerging stock markets. These results also expand IFRS research through a consideration of the insurance industry, which is more vulnerable to the accounting evaluation model.
Introduction
Questions regarding the relevancy and reliability of accounting information continue to persist. Accounting information is considered to be more relevant when it creates a difference in the decisions made by users and to be more reliable when it is materially accurate and faithfully represents the phenomena that it claims to represent. The relevancy of accounting information has been recently boosted by the widespread adoption of International Financial Reporting Standards (IFRS). One of the most common assertions regarding IFRS is that this set of accounting standards is market oriented (Tarca, 2012) and fosters fair value principles. Therefore, the adoption of IFRS can cause a significant impact on the value relevance of accounting information (Bartov, Goldberg, & Kim, 2005) . This is especially important for insurance companies in which most of their assets and liabilities are close to their fair value (Nissim, 2010) . Previous studies have produced mixed results with respect to the impact of the adoption of IFRS. This may be due to the environment and structure of the industry, market, and economy, which includes the type of the industry, legal environment, advancement of the business, education, or the development of the economy. This study extends these efforts through an examination of the value relevance of accounting information before and after the mandatory adoption of IFRS by Saudi insurance companies.
The study employs the return and price models to estimate the value relevance of earnings and equity information with their relationship to share prices. The Ohlson model (1995) and the Easton-Harris valuation model (1991) have been utilized to examine the association among stock market values, book value, and earnings per share. The data covers pre-IFRS and post-IFRS periods during [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] . The study sample consists of 21 insurance companies listed in Saudi Arabia's stock market.
This study contributes to the literature in the following ways. First, it expands the previous research by focusing on the insurance industry, which is more vulnerable to the accounting evaluation model. The study also highlights the manner in which investment decisions are made in one of the emerging economies that has not received sufficient research efforts. The results of this study can also help in the evaluation of the consequences of the adoption of IFRS in the Saudi stock market, as the country has recently adopted a plan to necessitate the adoption of IFRS by all other industries.
The structure of the paper will be as follows. The following section presents the literature survey; section 3 discusses the research methodology; section 4 explains the empirical results; and the last section presents the conclusion and some policy suggestions.
Literature Review
The literature pertaining to the value relevance of accounting information is relatively extensive and has been approached from different angles. The study conducted by Ball and Brown (1968) is one of the earliest comprehensive study investigating the association between unexpected earning and abnormal stock returns. Thereafter, a significant body of research has been conducted in the context of different markets (e.g., Amir, Harris, &Venuti, 1993; Collins, Maydew, & Weiss, 1997; Holthausena & Watts, 2001; Brimble & Hodgson, 2007; Soderstrom & Sun, 2007) . Holthausena and Watts (2001) classified the studies relating to value relevance into three sub-classes: 'relative association studies', 'incremental association studies', and 'marginal information content studies'.
From the changes and settings of accounting standards point, Amir et al. (1993) were the pioneers who discussed the value relevance for the US versus the non-US GAAP accounting measures. Then, the literature has been extensively concerned with the changes in accounting standards and the value relevance of the information produced therein.
From the perspective of accounting standards, the adoption of IFRS is currently attracting extensive research. For example, Bartov et al. (2005) studied the listed companies in Frankfurt, NYSE, AMEX, NASDAQ, and LSE, covering the period 1998-2000. Their results revealed a high degree of value relevance among accounting numbers under IFRS versus the non-IFRS. Barth, Landsman, and Lang (2008) , covering the period 1990-2003 for many countries, arrived at the same findings. Jeanjean and Stolowy (2008) examined the impact of the adoption of IFRS on earning quality. They selected the UK, France, and Australia as first-time IFRS adopters. They observed that after the adoption of IFRS, the prevalence of earning management did not reduce in the UK and Australian companies, whereas it was enhanced in the French companies. In their opinion, there are a number of institutional and management variables that play a significant role in setting the reporting features. They emphasized that there should be consistency in the institutional factors rather than in accounting standards. Halonen, Pavlovic, and Persson (2013) examined the value relevance of financial reporting and its impact on stock prices in Sweden after the introduction of the new IFRS in 2005. In order to measure the value relevance, they collected accounting data and stock prices between 2007-2010 and applied the Ohlson's model. It was concluded that value relevance increased when measured by book value and earnings per share and accounting data has a high ratio of variations in the stock price. Landsman, Maydewa, and Thornmock (2012) found that information content increased in countries where IFRS was mandatorily adopted in comparison with countries that adopted domestic standards. Further, they suggested that the information content is dependent on the degree of foreign investment and the minimization of the reporting lag. Clarkson, Hanna, Richardson, and Thompson (2011) investigated the impact of the adoption of IFRS for Europe and Australia with respect to the relevance of book value and earnings for equity valuation. They utilized the product of EPS and BVPS. Using the linear pricing model, their coefficient was statistically different from zero and the sign was negative. Callao, Jarne, and La´ınez (2007) attempted to find the difference between IFRS and local standards in Spain. They observed that employing IFRS in Spain increased the difference between the book value and market value. Consequently, they argued that there was no improvement in value relevance.
In the context of emerging economies, a number of studies have discussed the adoption of IFRS and its impact. For example, Klimczak (2011) examined the impact of mandatory adoption of IFRS in Poland. He discovered that accounting information is valued higher in the pre-period than in the post-IFRS period. Kousenidis, Ladas, and Negakis (2010) investigated the impact of IFRS on Greek companies and reported that IFRS has a negative impact on the incremental information content of book value of equity for stock prices and a positive influence on the earnings' incremental content in the post-IFRS period. Chen, Chen, and Su (2001) analyzed the adoption in the Chinese stock exchange market, Benayed and Abaoud (2006) examined the adoption of IFRS in the Tunisian stock exchange, and Shamki and Rahman (2012) studied the value relevance of earnings and book value of equity for the Jordanian market.
This extensive research concerning the adoption of IFRS, however, does not provide any fixed results. For example, Shamki and Rahman (2012) examined the behavior of earning and book value in relation to value relevance in Jordan. They discovered that in the price model, on an individual basis, relevance increased, but at the aggregate level, book value became irrelevant. Conversely, in the return model, they found that earnings were more relevant at individual as well as the aggregate level, whereas the book value became less relevant.
They further argued that earnings are more relevant than book value. Similarly, Benayed and Abaoud (2006) examined the behavior of the Tunisian stock market and concluded that corporate value is dependent upon their future performance, which is highly correlated with the accounting information. Chen et al. (2001) , while discussing the Chinese stock market, included the book value of equity per share as a balance sheet parameter in addition to accounting earnings.
In the Saudi context, a number of studies discuss the adoption of IFRS by Saudi companies. However, most of these studies have concentrated on non-financial sectors and reported unsettled results concerning the direct impact of IFRS on accounting information in the Saudi market. For example, Nurunnabi (2017) investigated the difference between Saudi local accounting standards and IFRS and reported some differences, most of which related to the environment of the Saudi market. Alkhatani (2012) studied the relevance of IFRS in the Saudi context. He further reported an appropriateness of IFRS in the Saudi context and asserted the importance of certain changes to the real practices. Almotairy and Alsalman (2011) explored the changes facing the adoption of IFRS in Saudi. Alsuhaibani (2012) focused on telecommunication business in order to explore the likely effect of the adoption of IFRS. He expected similar impacts as seen in other environments that have adopted IFRS. Alnodel (2015) investigated the possible impact of the adoption of IFRS on market efficiency in the Saudi stock market and reported no impact of the IFRS adoption on market efficiency. Almotairy and Stainbank (2014) discussed the educational requirements for the adoption of IFRS. They reported a number of suggestions to improve the educational requirements in order to apply IFRS in the Saudi context. Alnodel (2016) examined the effect of the adoption of IFRS on the integration of capital market in the Gulf Cooperation Council (GCC) countries. He reported no significant impact of the adoption of IFRS on the integration of the GCC stock markets.
Form a general perspective concerning the value relevance of accounting information, there are also some studies that have investigated the value relevance of accounting information in the Saudi context (e.g., Alsalman, 2003; Al-Sehali & Spear, 2004; Barrak, 2011) . For example, Alsalman (2003) investigated the institutional factors that influenced value relevance of accounting information in the Saudi Arabia and Kuwait contexts. He observed a significant difference in the value relevance of accounting numbers between the two countries due to the differences in their institutional factors rather than in their accounting standards. He argued that when there are similarities in terms of environmental factors, differences in accounting standards will not result in a significant difference in the value relevance of accounting information. With respect to earning conservatism, he found that institutional factors influence attitude toward earnings conservatism, which suggests the importance of institutional factors in determining earnings conservatism. Accordingly, the study concluded that institutional factors could prevent the effective accomplishment of international harmonization of accounting standards due to their role in information dissemination.
Al-Sehali and Spear (2004) empirically examined the decision relevance and timeliness of accounting earnings in Saudi Arabia, covering the period between 1995 and 1999. They reported no significant impact of the publication of accounting earnings on the market assessment of future cash flows. However, their study reported that the publication of accounting earnings caused individual investors to revise their security holdings in case the firms reported profit. In terms of timeliness of accounting earnings, their study reported an association between earnings and security returns, which suggests that increasing the measurement interval significantly improves this association. They further argued that there is low incentive for managers in Saudi companies in the incorporation of economic loss on a timely basis into accounting earnings. Therefore, they concluded that positive and negative earnings might have differential implications for the timeliness of accounting earnings and the Saudi environmental constituents, which implies that the low demand for accounting information and the weak monitoring system are important in determining the reporting process in the Saudi context. Barrak (2011) investigated whether the establishment of Saudi Organization of Certified Public Accountants (SOCPA) resulted in financial statement information being more value relevant over time. The sample of the study covered a period from 1993-2009 for 97 firms with a total number of 997 observations. The study reported that in the case of equity valuation, the book value was found significant in the price regressions for the whole period while earning levels and changes were not significantly related to stock returns for all the years. He also reported that earnings are not value-relevant in equity valuation for loss-making firms. Further, Barrak (2011) argued that in the Saudi context the accounting information has a value relevance but mostly in the early period of his sample.
Research Methodology

Model
Accounting information will prove to be more relevant when it makes a difference in the decisions made by users and more reliable when it is materially accurate and faithfully represents the phenomena that it claims to represent. The degree of association between firm value and accounting numbers is a direct check of the validity and reliability of the accounting information (Chandrapala, 2013) .
For the empirical analysis, two models have been selected in this study: the return model (Easton-Harris valuation model) and the price model (Ohlson and Feltham-Ohlson price model) . Gjerde, Knivsflå, and Saettem (2011) stated that share price or share return describes the behavior of investors in reflecting the extent to which they trust the accounting information and the financial statements. Barth, Beaver, and Landsman (2001) emphasized that price and return approaches have their specific value when someone desires to estimate the parameters for value relevance. According to Easton and Sommers (2003) , the price-based studies examine financial statements whereas the return-based studies inspect accounting figures.
Ota (2001) reviewed some of the theories and evidence associated with the value relevance studies in accounting. He adds that the theoretical foundation of both return and price models are the same. However, sometimes the results are not consistent, which remains unexplained. It is his opinion that issues concerned with the price model are stated as 'scale effects' and those relating to the return model are known as 'accounting recognition lag' and 'transitory earnings'. Ota (2001) recommended that researchers should use both models, and in this way, they can avoid ambiguous conclusions. In this study, both models have been utilized, as suggested by Ota (2001) .
The Easton and Harris valuation Model (1991) , generally known as return model, describes the relationship between stock returns and accounting earnings. Stock returns are dependent on earning levels and change in earnings; both were deflated by the stock price at the beginning of last year's annual report announcement month. The Easton and Harris valuation model (1991) has been employed to evaluate the annual variations in the information content of the accounting variables between the pre-and post-IFRS periods. In this study, the return model is given in the following manner:
RET jt = α 0 + α 1 EPS jt /P jt-1 + α 2 (E jt -E jt-1 )/P jt-1 +e jt (1
Where:
RET jt : annual return (including cash dividends) of firm j, measured three months after the fiscal year end;
EPS jt : earnings per share, measured three months after the fiscal year end;
E jt -E jt-1 : change of annual earnings per share; P jt-1 : stock price at the beginning of last year's annual report announcement month; ∆ET = (Ejt-Ejt-1)/P jt-1
Whereas, e jt is the stochastic term; 1 α 1 is a proxy for the statistical relationship between the stock price and book values of equity per share, and α 2 measures the statistical relationship between stock prices and earnings per share (Easton 1999) .
For the price model, this study uses Feltham and Ohlson's (1995) price model as a basic model to examine the value relevance of accounting information. The Ohlson's price model has been widely used across the literature. The model states that the value of a firm's equity is dependent on the book value and earnings. This model can be utilized to evaluate the overall value of equity, earnings, and stock prices pre-and post-IFRS periods. A modified Feltham-Ohlson's (1995) price model is presented in the manner given below:
MV jt =β 0 +β 1 BV jt +β 2 EPS jt +u jt
MV jt : market value per share of firm j at the end of the annual report announcement month;
BV jt : book value of equity per share of firm j at year t;
EPS jt : reported fiscal year accounting earnings per share of firm j; whereas u jt is stochastic term.
Hypotheses
The basic objective of IFRS is to provide quality financial information to users regarding financial statements. It is assumed that value relevance of both earnings and book values of equity will increase after the implementation ijbm.ccsenet.org
International Journal of Business and Management Vol. 13, No. 4; of IFRS. Keeping that in mind, the following hypotheses have been formulated:
Hypothesis 1: Accounting information is more value relevant in the post-IFRS period than in the pre-IFRS period.
Hayn (1995) and Collins et al. (1997) applied the return and the price models respectively and concluded that positive and negative earnings have impact on value relevance of accounting information. Accordingly, the next hypothesis has been formulated:
Hypothesis 2: Positive vs. negative earnings has an impact on value relevance of accounting information, regardless of the adoption of IFRS. Collins et al. (1997) observed that the size of the firm also influences the value relevance of accounting information. In this study, the hypothesis has been formulated with reference to the subject of the study in the following way:
Hypothesis 3: Firm size has an impact on the value relevance of accounting information regardless of the adoption of IFRS.
Data
The dataset utilized in this study has been drawn from Gulfbase, which provides data for stock market in Saudi Arabia. A recheck of the data with the official website of stock market authorities (Capital Market Authority-CMA and Tadawul) has also been carried out. The data covers pre-and post-IFRS adoption periods during 2007-2014.
Since the study attempts to compare the figures reported under the local accounting standards to the figures reported under IFRS, the data for both periods have been collected. In Saudi Arabia, insurance companies have mandatorily adopted IFRS in 2009. Therefore, a comparison of 2008 (pre-IFRS) with 2010 (post-IFRS) has been performed. The study sample consists of 21 insurance companies listed in the Saudi Arabian stock market. Table  1 presents the descriptive statistics of the variables used in the empirical analysis. annual return (including cash dividends) of firm j, measured three months after the fiscal year end; BV jt : book value of equity per share of firm j at year t, E jt -E jt-1 : change of annual earnings per share, P jt-1 : stock price at the beginning of the last year's annual report announcement month ∆ET = (Ejt-Ejt-1)/P jt-1 .
Results
This study has applied cross sectional regression to examine the value relevance of accounting information ijbm.ccsenet.org
International Journal of Business and Management Vol. 13, No. 4; within the price and return models for Saudi Arabia, considering both the pre-and post-IFRS periods and considering the companies' attributes. These are described in the following subsections:
Return and Price Models for Accounting Changes: Empirical Analysis
The results of the regression estimations are depicted in Table 2 . In cross-section regressions, the adjusted R 2 has been used as the measure of value relevance. Table 2 presents the results of the Feltham and Ohlson's model (1995) and the results of the Easton and Harris model (1991) for the whole period (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) and for the pre-IFRS (2008) and the post-IFRS (2010) periods for companies where the change in IFRS has taken place.
It can be observed from Table 2 that the value of R 2 decreased from 0.381 in the pre-IFRS adoption period to around 0.002 in the post-IFRS period. Earnings per share is significant in the pre-IFRS period, whereas it is insignificant in the post-IFRS period in the price model. In the return model, it is significant in both of the periods. Accordingly, the value relevance of accounting information for Saudi insurance companies has a downward movement and is falling in the post-IFRS period in price as well as in the return model, as observed from the values of R 2 . Following the Easton and Harris (1991) interpretation, Hypothesis 1 is partially rejected for Saudi insurance companies.
In general, the regression results of the two models indicate that the accounting information given in the financial statements is not value relevant for the investors in the Saudi stock market. Nonetheless, for investors, the earning per share is more value relevant than the change in earnings. These results support the findings of Callao et al. (2007) , which reported that after the adoption of IFRS, there was no improvement in the relevance of accounting information due to the gap between book and market value.
One possible interpretation is that the insurance industry may be less affected by the IFRS adoption owing to the type of assets and liabilities that are always close to their fair value (Nissim, 2010) , or due to the legal enforcement in the country that renders it difficult to realize the change. Daske, Hail, Leuz, and Verdi (2008) argued that in developing countries, there may be difficulties in realizing the outcomes of the IFRS adoption due to the nature of the capital market and the lack of legal enforcements. Table 2 . Price and return regression models for the change in accounting standards Table 1 .
Return and Price Models among Company Attributes
Previous studies have reported that the value of accounting information is affected by the companies' attributes such as profitability and size (refer to Hayn, 1995 and Collins et al., 1997, for example) . In the following sections, companies' attributes such as positive vs. negative earning and size will be examined to determine whether these attributes have any impact on the value relevance of accounting information, by using both price and return models for Saudi insurance companies pooled and year analysis. Here, concentration will be on years 2007 to 20014.
Positive versus Negative Earnings
A dummy variable (D 1 ) has been used to test the second hypothesis. It is defined as one for negative earnings and zero for otherwise. Results are presented in Table 3 and 4.
In the price model, this dummy variable is insignificant in the post-IFRS period. Book value of equity is insignificant in the post-and pre-IFRS period; R 2 shows less explanatory power in the post-IFRS period than in the pre-IFRS period. In price model, book value of equity and earnings per share are insignificant for loser firms in the post-IFRS period; however, it has a lower coefficient than the coefficient of all firms. This implies that EPS and book value of equity are more value relevant for firms with positive profit. In the return model, earnings for loser firms are significant in the pre-and post-IFRS period. However, this coefficient is smaller for all the firms, whereas ∆ET for loser firms are significant in the pre-and post-IFRS periods. It can be concluded that in Saudi Arabia, whatever the accounting standards, the investors are concerned with profitable and loser firms. Therefore, partially hypothesis 2 cannot be rejected. Thus, considering the results, it can be concluded that investors in Saudi Arabia distinguish between profitable and loser firms; so, accounting information is more relevant for loser firms than profitable firms for investors. One can possibly conclude that there is no impact of implementation of IFRS on value relevance, but the profitability may matter. This conclusion supports the results of Al-Sehali and Spear (2004) and Barrak (2011) to some extent. 
Size of the Firms
It is generally assumed that firm size has a significant impact on the value relevance of accounting information. A dummy variable (D 2 ) is defined for the size of the firm. Capital of the firm is a proxy of the size; an average is calculated; firms with a size greater than the average are considered as large firms and those less than average are considered as small firms. The value of dummy is one for large firms and zero otherwise. The results are depicted in Table 5 and 6.
In the price model, most of the variables are significant in the pre-IFRS period. As shown in Table 5 , dummy variable of size, earnings per share and product of book value of equity are significant in the pre-IFRS period, whereas R 2 is decreasing in the post-IFRS period. However, in the return model, earnings and size are significantly different from zero in both the periods. Yet, size is significant in pre-and post-IFRS periods. However, R 2 declines after the adoption of IFRS, as shown in Table 6 . Book value of equity is significant for large firms for the entire period of the sample. In the return model, the coefficient of change in earnings for large firms is also significant. The results of both models provide evidence that firm size indeed influences value relevance of accounting information in Saudi Arabia in both the periods. These results support the findings of Collins et al. (1997) , which argued that size of the firm has influence on the value relevance of accounting information. In the cross-section regression analysis from 2009 to 2014, the R 2 is not consistent. There are a lot of variations in the value of R 2 , and similarly, in the significance of coefficients. In the return model, the adjusted R 2 decreased. However, the results in Table 6 imply that the return model is able to forecast the market behavior of Saudi Arabia to some extent. One can say that independent variables in the return model steadily determine the further changes in returns.
These mixed results may be associated with the particular institutional and environmental factors related to every industry, region, and country (Jeanjean and Stolowy 2008) . Landsman et al. (2012) and Daske et al. (2008) commented that the potential of legal enforcement has a significant impact on the relevance of accounting information after the adoption of IFRS. With reference to the context of the Saudi market, Alsalman (2003) reported similar results, arguing that institutional factors influence the value relevance of accounting information in Saudi Arabia. 
Conclusion
The objective of this study was to examine the impact of the adoption of IFRS on the value relevance of book values of equity and earnings. Simultaneously, it also examined the impact of the size of a firm and negative vs. positive earnings on value relevance. The dataset of this study comprised 21 firms, with 136 firm year observations covering the period 2007-2014. For the empirical analysis, this study employed the Easton and Harris (1991) and Feltham and Ohlson (1995) models.
It has been observed from the results that value relevance of book value of equity has decreased in the post-IFRS period. However, in the return model, the value relevance of earnings has a significant impact in the pre-and the post-IFRS periods. This might be due to the substitutability between the earnings and book value of equity. Only size of the firm shows value relevance in Saudi insurance companies in the pre-and post-IFRS period, whereas change in earnings of large firms is more value relevance. Negative earnings also have value relevance in the Saudi market in both of the periods.
This study observed mixed results. This could be due to certain indigenous institutional factors (regulatory accounting framework and investor protection) and legal environment that are specific to Saudi Arabia's economy. Still, this market is not fully mature, and the investors and other stakeholders may be more concerned with their personal incentives and benefits than with following the market regulations. Moreover, the social, cultural, and religious environments also have their impact on the investor's decision, which tempers the impact of accounting information. Alsalman (2003) and Al-Sehali and Spear (2004) reported similar interpretations regarding the possible impact of environmental constituents in relation to regulation, monitoring system, and demand for accounting information.
Overall, it can be concluded that the results generally indicate that positive vs. negative earnings and firm size affect the value relevance of accounting information in Saudi Arabia. It is accepted that the financial market will be graduated through a passage of time. For the betterment of the system of accounting information in Saudi economy, it is suggested that authorities of this country should educate investors through different tools and guide them with the help of market gurus. These results should be aligned with consciousness of the uncertainty that prevailed all over the world in the financial markets during the sample period, which could have had an effect on the results of this study.
